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.We claim: 



1 . A method for determining a company's probability of no default 

determining a factor reflecting price volatility of shares in the company; 
determining a factor reflecting price of the snares in the company; 
determining a factor reflecting debt per ;2hare of the shares in the 

company; 

determining a factor reflecting expected debt recovery fraction; 
determining a factor reflecting^deviation of the expected debt recovery 

fraction; and 

determining the company's probability of no default using at least the 
factor reflecting price volatility of slaares in the company, the factor reflecting price of the 
shares in the company, the factor/reflecting debt per share of the shares in the company, 
the factor reflecting expected debt recovery fraction and the factor reflecting deviation of 
the expected debt recovery fraction. 

2. Ainethod according to claim 1, further comprising calculating a 
second company's probability of no default according to the method of claim 1 and 
making an investment decision after calculating both probabilities of no default. 

3. / A method according to claim 1, wherein the shares in the company 
include equity Securities. 

4. A method according to claim 1 , wherein the shares in the company 
include debt securities. 
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5. A method according to claim 1, wherein the factom^eflecting price 
volatility of shares in the company includes a standard deviation of shp*e price return. 

6. A method according to claim 1 , wherein th^factor reflecting price 
of the shares in the company includes an average share price. 

7. A method according to claim 1, wherein the factor reflecting debt 
per share of the shares in the company substantially excludes long-term debt. 

8. A method according to claim/1, wherein the factor reflecting debt 
per share of the shares in the company substantially excludes short-term debt. 

9. A method according tor claim 1 , wherein the factor reflecting debt 
per share of the shares in the company includes all company debt. 

10. A method according to claim 1 , wherein the factor reflecting 
expected debt recovery fraction includes a value reflecting historical statistics of debt 
recovery values. 

11. A method according to claim 1 0, wherein the historical statistics 
are industry specific. 

12. A/method according to claim 10 5 wherein the historical statistics 
are non-industry specific. 

13/ A method according to claim 1 , wherein the method is performed 
on a regular or recurring basis. 
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14. A method according to claim 1, wherein the njethod is performed 
before a new financial instrument offering. 

15. A method according to claim 1 , whereirf the method is performed 
in conjunction with an existing financial instrument offering. 

16. A method according to claim 1, \ynerein the probability of no 
default is used as a factor in rating the company. 

1 7. A method according to claim 1 , wherein the probability of no 
default is used as a factor in rating a particular financial instrument. 

1 8. A method according to/claim 1 , wherein the probability of no 
default is used as a factor in rating a class of financial instruments. 

19. A method according to claim 1, further comprising determining a 
factor reflecting current price of the shares in the company and determining the 
company's probability of no default plso uses the factor reflecting current price of the 
shares in the company. 

20. A method^ according to claim 19, wherein the company's 
probability of no default between time / = 0 and t = T is B(T) and determining B(T) uses 
at least equations substantially in the forms: 

LD 



A] = (a' s S' /(s* + LD)) 2 T + X 1 \and 



B{T) =N 
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where So is the factor reflecting current price of the shares in the company, 
S* is a given share price and is the factor reflecting price of the shares in the company, o* s 
is a standard deviation of share prices and is the faptor reflecting price volatility of shares 
in the company, D is the factor reflecting debt per share of thef shares in the company; L 
is the factor reflecting expected debt recovery fraction, X is a/percentage standard 
deviation of the expected debt recovery fraction and is the factor reflecting deviation of 
the expected debt recovery fraction, and TV is a cumulative/normal distribution function. 

21 . A method according to claim 20, mirther comprising: 
determining a default spread s(t) for a tipie t = T using at least an equation 
substantially in the form: 



s(T) = - 



i(B(T)). 



22. A method according to aaim 20, further comprising: 
determining a normalized probability of no default Z(t) for a time / = T 
using at least an equation substantially in the form: 



Z(Th = 



B(T) 
B(0)' 



23. A method for determining a company's probability of no default 
over a time period between / = 0 and i = T comprising: 
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determining a standard deviation a s of past share prices in the company; 
determining a current share price So of the shares in the company 
determining a given share price S* of the shares in the company; 
determining a debt per share D of the shares in the company; 
determining a expected debt recovery fraction/ L ; 
determining a percentage deviation X in the/expected debt recovery 
fraction L ; and 

determining B(T) as the company's pr6bability of no default between / = 0 
and t = T using at least a* s , So, S* 7 D, L and X with/equations substantially in the forms: 



d = 



_ (s 0 yLD)exp(A 2 ) 

Id ; 



A\ =Va s S* l(s* +LD)) 2 T + Z 2 ;and 



B(TY = N 



-0.5 A T 



-d*N 



ln(d) 



-0.5 A 



24. Computer executable software code stored on a computer-readable 
medium, the code for determining a company's probability of no default, the code 



comprising: 



company; 



code'io determine a factor reflecting price volatility of shares of the 

code to determine a factor reflecting price of the shares of the company; 
code to determine a factor reflecting debt per share of the shares of the 



company 
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code to determine a factor reflecting expected debt recovery fraction; 

code to determine a factor reflecting deviation of tfye expected debt 
recovery fraction; and 

code to determine the company's probability of no default using at least 
the factor reflecting price volatility of shares of the company, the factor reflecting price 
of the shares of the company, the factor reflecting debt per share of the shares of the 
company, the factor reflecting expected debt recovery fraction and the factor reflecting 
deviation of the expected debt recovery fraction. 

25. A computer-readable mediuin having computer executable 
software code stored thereon, the code for determining a company's probability of no 
default, the code comprising: 

code to determine a factor reflecting price volatility of shares of the 

company; 

code to determine a factor reflecting price of the shares of the company; 
code to determine a fa/tor reflecting debt per share of the shares of the 

company; 

code to determined factor reflecting expected debt recovery fraction; 

code to determigfe a factor reflecting deviation of the expected debt 
recovery fraction; and 

code to deterfnine the company's probability of no default using at least 
the factor reflecting price volatility of shares of the company, the factor reflecting price 
of the shares of the company, the factor reflecting debt per share of the shares of the 
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¥ 



company , the factor reflecting expected debt recovery fraction and the factor reflecting 
deviation of the expected debt recovery fraction. 

26. A programmed computer for determining a /ompany's probability 
of no default, comprising: 

a memory having at least one region for storing/computer executable 
program code; and 

a processor for executing the program code ^tored in the memory; wherein 
the program code includes: 

code to determine a factor reflec/ing price volatility of shares of 

the company; 

code to determine a factor re/lecting price of the shares of the 

company; 

code to determine a factqfr reflecting debt per share of the shares of 

the company; 

code to determine a |&ctor reflecting expected debt recovery 

fraction; 

code to determin^f a factor reflecting deviation of the expected debt 
recovery fraction; and 

code to determine the company's probability of no default using at 
least the factor reflecting price volatility of shares of the company, the factor 
reflecting price of the shares of the company, the factor reflecting debt per share 
of the shares of the company, the factor reflecting expected debt recovery fraction 
and the factor reflecting deviation of the expected debt recovery fraction. 
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27. A financial instrument including a risy rating based in part on a 
probability of no default by a company, the company's probability of no default 
determined by a method comprising: 

determining a factor reflecting price Volatility of shares in the company; 

determining a factor reflecting priefe of the shares in the company; 

determining a factor reflecting debt per share of the shares in the 



company; 



determining a factor reflecting expected debt recovery fraction; 
determining a factor reflecting deviation of the expected debt recovery 



fraction; and 



determining the company's probability of no default using at least the 
factor reflecting price volatility of shares in the company, the factor reflecting price of the 
shares in the company, the factor reflecting debt per share of the shares in the company, 
the factor reflecting expected debt recovery fraction and the factor reflecting deviation of 
the expected debt recovery fraction. 
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